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o We have cOnsidefe,d.ypur application for recognition of exemption from fe'der«all ncome tax
Jnder section 501(a) of the. Internal Revenue Code as an organization described in section

501{¢)3). Based on the information submifted, we have concluded that you do not qualify for
exemption under that section. The basis for our conclusion'is set forth below. - -

. The information submitted indicates that you were incorporated on N under
‘the laws of the State qu Your Articles of Incorporation state that your. primary purpose
Is to ‘apply the income and all or such part or parts of the capital for or toward the financial and .

, refated support of scientific and spiritual research to alleviate human ailments. In a document

" signed WD you state that you do not have bylaws: '

- In.your application,.you state that you will raise funds for the hard scientific investigations
of.the 8pirit in the human body and all associated aspects relating to the magnetic field and its
. effects on the physical body. You also state that you will seek out people doing researci into
~ the scientific (as opposed to the philosophical) investigations and research of the Spirit and
. assist in funding that work. You state that you do not actively work to attract members, but that
private individuals or groups request a presentation be made where your purpose is explained.
Membérs must have seen a six-hour informational presentation-in person or have watched a
. particular videotape. Your founder, MR makes the informational presentation, at
any time for any size group when requested. The videotape, a présentation conducted by il
, consists of six hours of research history between {lil#and the early {ijil describing
now came io discover a new form of matter, ORME state of matter, and how, in
. S he filed U.S. and world-wide patents on matter in-that form, and the research he
conducted on where this new form of matter is found in nature. You state.that neither you nor
charge a fee for the presentation, but that the owner of the videotape- (unrelated to
does charge a fee to anyone wishing to purchase the videotape. You state that
you only require that a person see the presentation, not buy the videotape. . Youfurther state
that you do not profit from the sale of the videotape, nor do you control its content of how it is
sold..




- Into naturally occurring elements and their effects on the human spirit and in.relievi

;" The financial information you submitted for the year énding Jindicates
*hat approximately 95% of your expenditures consisted of grants to for research

ng ailments. -

The information also indicates that you carry an outstanding loan t in the
amount of In your letter dated » You state that you-funded the creation
of to construct the equipment.to produce the high quatity §lililPproduct. You

stata this was necessitated because, to your knowledge, no.one else in the world was aware of

this material, n6 other person.or group understood how to quanﬁtatively separate the Y

 inderstanding has been developed by aver the past twenty-Six years of continuous’
vork In-chemical laboratories and paying for instrumental analysis and procedures ranging from

dtomic-absorption to neutron activation analysis. You state that, to date, the prime objective of
?Was to have (D i uced in a high purity form so that materiaf
could be i ‘institutions-for:specific philosophical medicinal

i i al commercial evaluation. You.state that the

] product was initially patented by

WP however, the patent application was withdrawn and

has elected to treat this
pro,du;:t as a proprietary material. ) -

1

You state that the common board members’ between you and are

and his wife, You also indicate: that your organization, prior to your

.incorporation, had provided = with the majority of your funds, since at least

" The Articles of Operation of indicates that it was formed in by
rustee of the

as Manager and as created as Member.- In
your}e,t_ter dated , you state that- has only two. partners,’

P‘aﬁ«é and that L is & partnership which files Form 1065.
TOU possess a lien against P pursuant to a promissory
- "ofe dated

? in the principal sum of SR The lien document aiso. states that
: _ .

-ill the rents, royaities ne.g
_;tabso‘lqtely, presently, and unconditionally assigned, transferred, conveyed, and. set over to you

" In your letter dated (R regarding the research you funded, you stated that you
«fould be conducting commercial fuel-cell evaluation with another research: organization. In
+our letter dated , You state that you have little. interest in commercial fuel cell

«volution. and that is pursuing cormmercial fuel cell evolution in order to fund its
“ar-profit activities. You also state that h experienced a chemical Jeak in '

:-hich led to an investigation by the Environmentai Protection'Agency, and eventual.interruption
«f the production of I product at 's facilities. You understand that this -

problem has been resolved by (NN




- " Section 501(c)(3).of the Code provides for the exemption from federal income tax of
~organizations. organized and operated exclusively for religious, charitable, scientific, or
' educational purposes so long as no part of the organization's neteamings inires: to.the benefit
of any. private shareholder of individual. . ’ '

. exclusively for educational purposes™in Better

. Busines wliC. V.UU.S, 326 U.S. 2791 845), CT. D. 1650, C.B,

-1.1945,7375, the Supreme Court of the United States said, "This plainly means that'the presence

" of a single:non-educational pumose, if substantial in nature, will destroy the. exemption

- régardless of the number or importance of truly educational, purposes.” This rationale applies
equally to any category of charitable pumose under section 501 (€)(3) of the. Code.

o ‘.-,'Sebtion 1.501(c)¥3)-1 (@)(1) of the regulations. provides that in order to be exempt as an
organization described in section 501(c)(3) of the Code, an organization must be both organized
and-operated exclusively for one or more of the purposes Specified in such section. :

of the/Code. An organization will not be so regarded if .mO(a than an insubstantiat part of its
Aactivities is not in furtherance of any. exempt purpose., ' 4

Section: 1:501(c)3)1 (€)(2).of the regulaiions provides that an ofganization is not operated
xClusively for one or more exempt purposes ifits net earnings inure in-wholé or inpart to-the
-enéfit of private shareholder§ or-individuals, - ‘

- Section 1.501(c)(3)~1 (d}(2) of the regulations provides that the term. “charitable” is used in
section 501(c)(3) of the Code in its generally accepted legal sense and is, therefore, not to be
- -Construed as limited by the Separate enumeration in section S01(cX3) of other tax-exempt
purposes which may fall within the broad outlines of "Charity” as developed by judicial decisions.
Such term includes: relief of the poor and distressed or of the underprivileged, advancement of
education or science, and promotion of social welfare by organizations designed to lessen
neighborhood tensions or to eliminate prejudice and discrimination. . '

Section 1.501(c)(3)-1(d)(5) of the regulations provides that ascientific” organization
must be organized and operated in the public interest and carry on scientific research in the




- -, Rev.Rul.85-1, 1965-1 C.B. 226, holds that an-organization which. promotes.and fosters

:the development and-design of machinery in connection with 4 commercial operation, and in
connection therewith has the power to sell, assign, and grant licenses with respect to o
copyrights, trademarks trade names, or patent. rights is not engaged.in “scientific research”
‘within-the meaning.of section 1.5¢1 (€)(3)-1{d)(5).of the regulations and does not qualify for
exemption under section 501{(cH3) of the Code. o

In Washington Research Foundation v. Commissioner, 50 TCM 1457, Dec. 42,492 (M)
"1888), the Tax Court held that an organization formed to assist the transfer of technolegy from

i N!V -




-+ | +If, Harding Hospital; Inc. v, United States, 505 F2d 1068 (1974), the court held that an

organization seeking a rufing as to-recognition, of its tax exempt status has the burden-of proving . )

thatit satisfies the requirements of the particular exemption statute, - Whéther an organization
~has. satisfied the operational test is a question of fact. See also Ghn'gg'an Stewardship

Assistance, Inc. v. Commissioner, 69 T.G. 1037, 1042 (1978). -~ -

- 1 Itis clear that GGG is a proprietary.organization. . There is no indication that it
publishes any of its scientific-research. While apparently communicates some or

. mast of the results of research performed by . which you fund, he‘does so oniy to.
yopk.kpgmbers and not to the general pubtic within the, eaning, of section 1.501(GH3)-1(d)X(5) of .

the regulations. It is not sufficient that some of your members may, or may nat, publish
information they receive, such publication is a requirement upon Sdenﬁﬁcresearbh; -
organizations described in section 901(cK3) of the Code as discussed in Rey. Ruk 76-298,
supra. .It is clear that you do not rform any scientific research yourself, but rather have only
“funded.the projects of » & for-profit partnership. comprised solely of arid-wholly

. orin "s for-profit interest.

. - Your sole activity since your incorporation is the funding o This is also
.. an activity that was carried on by your predecessor-organization, prior to0 your incorporation.
. The.research being conducted by is commercial in.nature, or to provide
.- .commercial venues for the resuits of the research, rather than solely for scientific'purposes as
" -discussed in section 1.501(cj(3)-1(d)(5) of ihe reguiitions. Thus, your jurids are not being used
- exclusively for exempt purposes within the meaning of section 501 (cX3) of the-Code.. You are
.. more like the organization described in Rev. Rul. 65-1, and ‘Washi irch 'F i

;Accordingly, we have concluded that ydu are not operated exclusively for g{xblic interests
v exempt purposes and-are not entitled to exemption under section 501 (c)(3) of the Code.
“'our purposes and activities are not in direct furtherance of exernpt purposes. Therefore, you

. * ' . o L
.. . t X ) . - . . - IS a

owned by ﬁur creator and his wife, irrespect'i:vg.of whether the projects are in the public interest -




do no.t“qualify for exemption as an or_é;énizatibn described.in-section 501 (cX3).of the Code and
you must file federal income tax retums. S ' -

B péntﬁbuﬁons to you are not deductible under section-170 of the Code. -

. You have the right to protest this ruling if you believe it is incorrect. To protest, you should

“submit-a statement of your views to this office, with a full explanation of your reasoning. This

.- statement, signed by one of your officers, must be submitted within 30 days from the date of this

- gtter’ 'You also have a right to a conference in this office after your statement is submitted.

. You must request the conference, if you want one, when you file your protest statement. If you
are to be represented by: someone who is nof one of your.cfficers, that person. will need tofllea
‘proper power of attornsy and otherwise qualifyy under.our Conference and: Practices
Requirernents. - : ' -

* TE/GE Customer Service, P.O. Box 2508, Cincinnati, OH 45201. The appropriate State
foﬁcia:lg will be natified of this action in accordance with section 6104(c) of the 'Cc_;d_e.

When sending additional letters to us with_rgspect'to_ this.case, you. will expedite their. . .
“ucelpt By -using the following address: : o

‘ Intemal Revenye Service
e T:.EO:RAT:2 -
' 1111 Constitution Ave, N.W,
Washington, D.C. 20224

If:you have any questioris, please contact:the person whose name and telephone number
are shown in the heading of this |etter. -

Sincerely yours,

?ﬁ Torrrr R
. . - m S g —
 Terrell M. Ber%v%ﬁik%
Manager, Exemipt Organizations
-Technical Group.2




